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il Intermediate Care Facilities for the Mentally Retarded (ICFs-MR)

The methods and standards used by the state agency to determine payment rates to ICFs-MR
are in accordance with 1902(a)(13)(A) of the Social Security Act and the regulations published
as 42 CFR 447 Subpart C.

ICFs-MR are reimbursed using a prospective reimbursement system. The rates of
reimbursement are derived from a fixed cost component, a labor component and a variable cost
component. The fixed costs are reimbursed on the basis of actual fixed costs incurred by the
facilities. The labor costs are reimbursed on the basis of actual allowable labor costs, subject
to the facility's approved staffing patterns. The variable cost component is determined by
adjusting each facility’s base year 1990 costs, as established by the State Legislature, by an
annual inflation factor to determine the facilities’ prospective variable cost ceiling. If the
facilities incur allowable variable costs in excess of the variable cost ceiling, the costs in excess
of the ceiling are disallowed. The annual inflation factor is determined by using the “nursing
home without capital” market basket-quarterly history from the Health Care Cost Review, a
publication of the Cost Information Service. If the facilities incur allowable variable costs less
than the variable cost ceiling, the facilities are reimbursed the actual allowable variable costs,
plus a percentage of the savings.

Reimbursement to ICFs-MR is made in accordance with the State’s “Principles of
Reimbursement for Long-Term Care Facilities for the Mentally Retarded” which follow.

Audit Procedures Utilized by the Department

On-Site Audits

On-site audits will be conducted on an annual basis in accordance with generally accepted
auditing standards with final settlement being made in accordance with Principle 7070.
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INTRODUCTION

PURPOSE

The purpose of these Principles is to comply with Section 1902(a)(13)(A) of the Social Security
Act and the Rules and Regulations published thereunder (42 CFR Part 447) namely: to provide
for payment to Intermediate Care Facilities for the Mentally Retarded (ICF/MR's) through the
use of rates which are reasonable and adequate to meet the costs which must be incurred by
efficiently and economically operated facilities in order to provide care and services in
conformity with applicable State and Federal laws, regulations, and quality and safety
standards.

The Authority of the Department of Human Services to accept and administer any funds which
may be available from private, local, State or Federal sources for the provision of the services set
forth in these Principles of Reimbursement is established in Title 22 of the Maine Revised
Statutes Annotated, §§ 10 and 12. The regulations themselves are issued pursuant to authority
granted to the Department of Human Services by Title 22 of the Maine Revised Statutes
Annotated §42(1).

DEFINITONS

The term Department as used throughout these Principles is the State of Maine Department of
Human Services.

The term Designated Planning Agency as used throughout these Principles is the State of
Maine Department of Human Services functioning as the Designated Planning Agency under
Section 1122 of Public Law 92-603, the Social Security Amendments of 1972.

The term State Licensing and Federal Certification as used throughout these principles are the
"Regulations Governing the Licensing and Functioning of Intermediate Care Facilities for the
Mentally Retarded" and the Federal Certification requirements for Intermediate Care Facilities
for Mentally Retarded that are in effect at the time the expense is incurred.

The term "BMR" as used throughout these principles means the Bureau of Mental Retardation
Department of Mental Health and Mental Retardation.

REIMBURSEMENT METHOD

The Department will reimburse an ICF/MR on the basis of a prospectively determined rate on
cost reporting forms provided by the Department (See section 7000 PROSPECTIVE METHOD
OF PAYMENT for details of the Prospective Reimbursement System).

All long-term care facilities are required to submit Annual Cost reports as prescribed herein to
the State of Maine Department of Human Services, Division of Health Care Audit, State House,
Augusta, Maine 04333. Such cost reports shall be based on the fiscal year of the facility.

ALLOWABLITY OF COSTS

A determination of whether or not a cost is allowable and interpretations of definitions, not
specifically detailed in these Principles, will be based on Medicare Provider Reimbursement
Manual (HIM-15) guidelines and Internal Revenue Service guidelines in effect at the time of
such determination.

TN No. 02-015
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PUBLIC HEARINGS

The State of Maine will provide for public hearings as necessary in our State Plan, according to
State procedures.

WAIVER

The failure of the Department to insist, in any one or more instances, upon the performance of
any of the terms or conditions of these Principles, or to exercise any right under these
Principles, or to disapprove of any practice, accounting procedure or item of account in any
audit, shall not be construed as a waiver of future performance of the right. The obligation of
the Provider with respect to future performance shall continue, and the Department shall not be
estopped to require such future performance.

LIMITATIONS ON REOPENING AUDITS

No final audit shall be reopened, nor shall any hearing be allowed concerning any matter
contained in any final audit, after three years following the date of the final audit settlement.
This limitation does not apply in the event of fraud or misrepresentation.

1000 COST RELATED TO PATIENT CARE
1010 Principle

Federal law requires that payment for long term care facility services provided
under Medicaid shall be provided through the use of rates which are reasonable
and adequate to meet the costs which must be incurred by efficiently and
economically operated facilities in order to provide care services in confocrmity
with applicable state and Federal laws, regulations, and quality and safety
standards. Costs incurred by efficiently and economically operated facilities
include costs which are reasonable, necessary and related to patient care,
subject to principles relating to specific items of revenue and cost.

1011 Costs must be ordinary and necessary and related to resident care. They
must be of the nature and magnitude that prudent and cost conscious
management would pay for a specific item or service.

1012 Costs must not be of the type conceived for the purpose of circumventing
the regulations. Such costs will be disallowed under the principle that the
substance of any transaction will prevail over form.

1013 Costs that relate to inefficiency, unnecessary or luxurious care or
unnecessary or luxurious facilities and to activities not common and
accepted in the field of mental retardation services are not allowable.

1014 Compensation to be allowable must be reasonable and for services that
are necessary and related to resident care habilitation and active
treatment and pertinent to the operation of the facility. The services must
actually be performed and must be paid in full. The compensation must
be reported to all appropriate state and federal tax authorities to the
extent required by law for income tax, social security, and unemployment
insurance purposes.

TN No. 02-015
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1015 Costs incurred to comply with changes in federal or state laws and
regulations for increased care, habilitation treatment and improved
facilities are to be considered reasonable and necessary costs.

1016 Costs incurred for resident services that are rendered in common to
Medicaid residents, as well as to non-Medicaid residents will be allowed
on a pro rate basis unless there is a specific allocation defined elsewhere
in these Principles.

Definitions

1021 Reasonable Costs are those costs incurred by a provider which are
reasonable and necessary in providing care, rehabilitation, and treatment
to publicly aided residents and which are within the requirements and
limitations of these principles of reimbursement. The reasonableness and
necessity of any costs shall be determined by reference to or in
comparison with the costs of providing comparable services, the Maine
Medical Assistance Manual or absolute costs related to resident's unique
circumstances and needs.

1022 Allowable Costs are the operating costs after the adjustment required by
the Principies have been applied to the provider's total operating costs as
reported in the annual costs reports.

1023 Necessary and Proper Costs are those which are appropriate and helpful
in developing and maintaining the efficient and economical; operation of
resident care and habilitation facilities and activities. They are usually
costs which are common and accepted occurrences in the field of mental
retardation.

2000 COST FINDING AND COST REPORTING

2010

2020

TN No. 02-015
Supersedes
TN No.

Cost Report Periods. All long-term care facilities are required to submit annual
cost reports as prescribed herein to the State of Maine, Department of Human
Services, Division of Health Care Audit, State House, Augusta, Maine 04333.
Such cost reports shall be based on the fiscal year of the facility.

Accounting Principles. Beginning July 1, 1982, the allowable costs shown in all
cost reports described herein shall be on the basis of generally accepted
accounting principles and the accrual method of accounting except that, for
governmental institutions operated on a cash method of accounting, data based
on such a method of accounting will be accepted. Any other providers who
maintain their records on a cash basis should record such accruals as
adjustments.

2021 Generally accepted accounting principles means accounting principles
approved by the American Institute of Certified Public Accountants.

2022 Accrual method of accounting means that revenue is reported in the
period when it is earned, regardless of when it is collected, and expenses
are reported in the period in which they are incurred, regardless of when
they are paid.

Approval Date: Effective Date: 10/01/02
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2022.1 All year end accruals must be paid by the facility within six(6)
months after the end of the fiscal year in which the amounts are
accrued. If the accruals are not paid within such time, these
amounts will be deducted from allowable costs incurred in the
subsequent fiscal year.

Cash method of accounting means that revenues are recognized only
when cash is received and expenditures for expense and asset items are
not recorded until cash is disbursed for them.

Cost Finding. The unit of output for cost finding shall be the costs of routine
services for each level of care per patient day. The same cost finding method
shall be used for all levels of care in all long-term care facilities. Generally, total
allowable costs shall be divided by the actual days of care to determine the cost
per bed day. When long-term care facilities provide more than one level of caret
total allowable costs shall be allocated to each level based on the occupancy
data reported for each level and the following statistical bases:

2031 Direct Care Staff Salaries. Services provided and hours of nursing care
by licensed personnel and other qualified direct care staff.

2032 Other Nursing Staff. Nursing salaries cost allocations.

2033 Capital Costs. Square feet serviced.

2034 Plant operation and maintenance. Square feet, serviced.

2035 Housekeeping. Square feet serviced.

2036 Laundry. Patient days.

2037 Dietary. Number of meals served.

2038 General and Administrative and Financial and Other Expenses Total
accumulated costs not including General and Administrative and
Financial Expense.

-Cost Reports

2041 Forms. Attached hereto is a copy of the uniform cost report which shall
be used for all long-term care facilities in the State of Maine.

2042 When to File. The cost report and financial statements for each facility
shall be filed not later than three months after the fiscal year end of the
provider. When a provider fails to file an acceptable cost report by the
due date, the department will send the provider a notice by certified mail,
return receipt requested, advising the provider that all payments are
suspended on receipt of the notice until an acceptable cost report is filed.
Reimbursement will then be reinstated at the full rate from that time
forward but, reimbursement for the suspension period shali be maae at
the deficiency rate of 90%. An extension of time, waiving the deficiency
rate, may be approved by the Department for good cause.

2043 Rounding. Cents are omitted in the preparation of all schedules except
when inclusion is required to properly reflect per diem costs or rates.

2044 Certification by operator. The cost report is to be certified by the owner

and/or administrator of the facility. If the return is prepared by someone
other than the owner, administrator or employee of the facility, the
preparer should also sign the report.

Approval Date: Effective Date: 10/01/02
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